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NEW YORK (Standard & Poor's) May 15, 2008-- Standard & Poor's Ratings Services
today reinstated its '"A underlying rating (SPUR) and positive outl ook on San
Di ego, Calif.'s general obligation (G0 debt, and its 'A" SPUR and positive
outl ook on the city's | ease revenue bonds and certificates of participation
(COPs) .

At the sane time, Standard & Poor's reinstated its 'AA-' SPUR on the
city's water utility revenue bonds and its 'A+ SPUR on the city's subordi nate
water utility revenue bonds. Finally, Standard & Poor's reinstated its 'A+
SPUR on the city's wastewater utility revenue debt.

Standard & Poor's received a request fromthe city of San Diego to
reinstate its ratings on the city's GO |ease revenue bond and COP, water
utility revenue, and wastewater utility revenue debt. The reinstatenents
follow our receipt of the city's fiscal 2003, fiscal 2004, fiscal 2005, and
fiscal 2006 audited financial statenents.

"The positive outlook on the general obligation bonds, |ease revenue
bonds, and certificates of participation reflects recent inprovenents in
management practices that have begun to address the city's |long-termfinanci al
chal | enges, and the expectation that the city's fiscal 2007 and 2008 audited
financial statenments will be released in the next two to seven nonths," said
Standard & Poor's credit anal yst Sussan Corson. "Shoul d managenent continue to
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make necessary budgetary adjustnents to of fset projected budgetary gaps and
target structural balance and financial stability, the rating could be raised
into the next category."

The ratings on the city's water utility bonds reflect good historical and
projected financial performance, strong cash reserves bol stered by targeted
cash reserve policies, council-approved systemrate increases through fisca
2011, and a stable and diverse service area econony and custoner base.

O fsetting credit concerns include the system's significant capital

i mprovenent plan driven by regul atory concerns, wth considerabl e financing
pl ans over the next five years; required annual approvals for custoner water
charge increases related to passed-through water purchase costs; and
senior-lien | egal provisions that allow net systemrevenue cal culations to
include transfers fromthe rate stabilization fund and secondary purchase
funds.

The rating on the city's wastewater debt reflects good historical and
proj ected debt service coverage; a strong liquidity position supported by
targeted cash reserve policies; council-approved systemrate increases through
May 1, 2010; and a regional and nunicipal systemserving a broad and diverse
servi ce area econony and custoner base. These strengths are offset by the
wast ewat er systeni s ongoi ng sewage treatnent regul atory chall enges, rel ated
primarily to a consent decree and secondary treatment requirements at the
Met ropol i tan Sewerage Systemi s Point Loma Plant, which have the potential to
cause significant increases in the capital inprovenent plan
hi gher -t han- average rates when conpared with regi onal systems across the
country; and |l egal provisions that allow net systemrevenue calculations to
include transfers fromthe rate stabilization fund.

Conplete ratings information is available to subscribers of
RatingsDirect, the real-tine Web-based source for Standard & Poor's credit
ratings, research, and risk analysis, at ww. ratingsdirect.com Al ratings
affected by this rating action can be found on Standard & Poor's public Wb
site at www. st andardandpoors. com sel ect your preferred country or region
then Ratings in the left navigation bar, followed by Credit Ratings Search
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